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ABSTRACT In recent years competition in the banking sector has increased with the entry of new banks 
and also because of foreign banks coming into India. All banks are devising strategies to attract more 
customers because an increase in the number of customers will increase the profitability of the bank as well 
as enhance the reputation of the bank. In order to retain the customers and attract new ones the main focus 
of the banks is on ensuring customer satisfaction. The study therefore has been conducted to compare the 
level of satisfaction and retention among customer of public, private and foreign sector banks (N=100). The 
findings of the research reveal that more customers within private and foreign sector banks were satisfied 
their banks in comparison to public sector banks. Further customer retention was also reflected by 
respondents of private and foreign sector banks. 
Keywords: Customer Satisfaction, Customer Retention, Public, Private and Foreign Bank 
1.1 Introduction 
After the liberalization, privatization and 
globalization (LPG) policy of the Indian 
government in 1990s, the overall economy has 
shown improvement in terms of Gross 
Development Product (GDP) growth, trade and 
employment. With the opening up of the economy 
to the world, major impact was felt on all the 
predominant sectors of the country and banking 
sector is also one of them. After 1990s government 
not only decide to privatize banks, which were 
earlier under state ownership but also allowed the 
foreign banks to set up operations in India. This has 
led to an increase in competition in the banking 
industry in India. There are many other reasons 
which decide the fortune of the banks, and 
customer satisfaction is one of the main factors. In 
the competitive era the survival of the bank lies on 
the degree of customer satisfaction (Titko, 2101). 
In the intensely competitive banking sector where 
everyone is trying to attract more and more 
customers, the satisfaction of the customer from 
their services has been a key differentiator and has 
become key element of business strategy. Retention 
of customers pave the way to realize all aims, 
strategies  and resources at successful banks 
(Esmaeilpour & Azargoon, 2015). 
1.2 Aim and Objectives of the Study  
The main aim of this paper is to identify the key 
factors which are responsible for the customer 
satisfaction and retention within the banking sector 
of India. The objectives of this paper are: 
 To determine the key factors which play a 
crucial for customer satisfaction and 
retention 
 To make recommendations as per the 
findings to identify key areas within the 
functioning of banks in order to improve 
their performance. 
1.3 Literature Review  
In the recent time the satisfaction of customers has 
been one of the most important areas of research 
where the scholars are focusing. It is mostly done 
by the institutions which are involved in the 
financial sector for measuring the loyalty of the 
consumers and also to know how to increase the 
confidence of the customers towards the institution 
and also to check the performance of their 
organization and finally to increase profitability. 
One of the main motive of the banking sector is to 
satisfy their customers, and the satisfaction of the 
customers rely on the existing relationship of the 
bank with their customers. Apart from that  the 
quality of the product and the service provided by 
the bank are the important criteria which helps in 
the satisfaction of the customers as well as to retain 
the loyal customers (Mohsan, Nawaz, & Khan, 
2011). A study by  (Mohsan, Nawaz, & Khan, 
2011) for banking sector in Pakistan using the data 
for 120 customers who visits the Pakistani bank , 
found that the correlation between the customer 
satisfaction and loyalty was positive whereas the 
correlation was negative for satisfaction of 
customer and  their motive of switching among 
banks. By comparing the service provided by the 
public and private banks in India, Case & Mart 
(2014) found that private banks provide higher 
customer satisfaction when compared to the 
nationalized and public sector banks and also there 
are some nationalized and public sector bank which 
will meet the satisfaction levels of the customers. 
They also highlighted the key factors responsible 
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for customer satisfaction and made several 
comparisons between the banks. Another research 
was conducted by Esmaeilpour & Azargoon 
(2015), in which they try to find which factors 
affect retention of corporate customers in banking 
system and how is the priority given to these 
factors. After gathering evidences through primary 
survey they recognized eight factors affecting the 
retention of the corporate customers. Results shows 
that reputation and security are key elements, and 
diversity at banking services is the least important 
factor affecting recruitment and retention of 
corporate customers. 
A study by (Ankit, 2011) shows that the important 
factors which effect the level of satisfaction for 
those customers who want online service are  
banking need, cost associated, risk factor, ability to 
solve the problem.  Study conducted by Rahman, 
Zafar, & Mukul (2013) for the banking sector of 
Bangladesh , try to find out the key factors which 
are responsible for measuring the satisfaction of the 
banking customers. This study concludes that that 
“management information service, service factor, 
time management and behavior factors” were the 
major factors. In a case study conducted by Kumar 
(2012) for HDFC bank conclude that most of the 
Indian banks offers almost same types of products 
and services to their customers.. He also pointed 
out that the main focus for any bank should be the 
satisfaction of the customer if the bank wants to 
succeed in the competitive world. Using the 
SERQUAL method Mistry (2013) studied the 
service qualities of private and public banks. The 
author showed  that the customer  main focus in on 
“reliability dimension” with main focus in the 
fulfillment to the promises made by the bank and 
how the bank show interest to work with 
customers.  Satisfaction of customer and their 
loyalty towards the institution are closely 
linked.(Campus & Road, n.d.). Despite desirability 
of customer satisfaction, managers of the financial 
institution should be aware that they cannot always 
fulfill the desire of the customers, in that case the 
mangers should handle the customers carefully. 
Sun et al (2007) studied the relationship between 
“satisfaction, retention and profitability” and 
conclude that in the current banking system 
managers are not aware of the relation between 
these three factors.  One of the majorreasons 
behind that is that the managers ignore the fact that 
different customers have different utility in terms 
of time and cost so they have different switching 
cost and the level of satisfaction from the same 
service.  Many researchers found that service is the 
main attraction for customers and also the best 
policy of any bank to retain their customer. An 
empirical analysis by Kumar and Kee (2010) , in 
which they try to compare the two banks namely 
conventional and Islamic, in terms of the quality of 
the service they provide, found that the  dominant 
factors  for above two banks  were  capability  to 
compete and convenience. A study based on Honk 
Kong’s retail banking segment identifying the 
correlation between quality of service, satisfaction 
and loyalty of customers  based on SERVQUAL 
model shows that customer satisfaction is 
positively affected by five SERVQUAL dimension. 
Among them the “Tangibility, responsibility, 
reliability” and assurance” shows more significant 
effect (Lau, Cheung, Lam, & Chu, 2013). In case 
of Ghana the major determinants responsible for 
the retention of customers are customer switching 
behavior, customer commitment and customer trust 
(Boohene, Agyapong, & Gonu, 2013). The study 
also suggests that the managers should pay more 
attention to the customer commitment. Similarly 
for the banks in Jordan the main factors for 
retaining the customers are trust of customers 
towards the bank, level ofsatisfaction,, customer 
loyalty, fulfillment of promises made by 
bank,interaction between bank and the customer, 
reputation of the bank as well as the privacy and 
transparency provided by the bank(Alnsour, 2013). 
The key factors responsible for customer loyalty in 
Indian e-banking are secure and virtual banking, 
customer retention, technology invasion. 
Researchers also shows that customer loyalty is 
positively associated with confidence, technical 
expertise of staff, account information technology 
adoption (Kaur & Kiran,2014) 
1.4 Research Methodology 
The research is based on both primary and 
secondary research sources. The researcher 
gathered the information with the help of secondary 
data from various sources like journals, published 
papers, reports, books. In order to support the 
findings for secondary research, primary data was 
collected using closed ended questionnaire which 
was distributed among customers of 3 banks to 
estimate the customer satisfaction and customer 
retention among different sector banks in India. 
The banks selected for the study were SBI from 
public sector, ICICI from private sector and HSBC 
from foreign sector. A sample of 100 respondents 
was taken randomly from the three banks with 
approximately 33 respondents from each. The 
researcher has conducted the quantitative analysis 
by using the statistical tool SPSS 21 and hence 
carried a descriptive analysis under which 
frequency distribution was done to explore 
demographic profile of the participant and cross 
tabulation was conducted to find out the 
relationship between the bank and the various 
services provided by them affecting the customer 
satisfaction and retention. 
1.4.1 Hypothesis for Study 
Hypothesis H1:Level of Customer satisfaction is 
same among banks of different sectors  
Hypothesis H2: Level of Customer satisfaction is 
same among banks of different sectors 
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1.5 Analysis and Interpretations  
The analysishas been divided into three sections i.e. 
demographic profile, customer satisfaction and 
customer retention within respective banks. 
1.5.1 Demographic analysis of the 
participants 
The demographic profile of the respondent 
consisted of his/her age, gender, educational 
qualification, working status, the annual income of 
the respondent and the services that the customer 
uses in the bank. It was found that the respondents 
consisted of people from all age groups more or 
less in the same proportion, which provides us a 
holistic view about the survey with respect to age 
of the participants. It was also revealed that more 
males came forward to take part in the survey with 
the ratio of female to male being 43:57. Most of the 
participants were qualified with masters and 
doctorate degrees and lesser respondents fell into 
the category of being less qualified or uneducated, 
hence signifying an employment rate of 73%, also 
14% were self-employed and only 13% were 
unemployed. The maximum number of people used 
the service of savings account followed by the use 
of debit/ATM cards and credit cards, indicating 
that the maximum people belonged to service class 
and are earning well also. 
Customer satisfaction with respect to the quality 
of services provided by the bank 
The cross tabulation conducted w.r.t. tangibility 
showed that the respondents of public sector bank 
were majorly dissatisfied with basic etiquettes of 
the employees of the bank and were revealed that 
the equipment used in the public sector banks were 
not of modern technology and were rather of poor 
quality (22%). On the other hand, private and 
foreign bank respondents were satisfied with the 
equipment’s quality used there (58%).  
In terms of Responsiveness and Reliability 
customer of private and foreign banks indicated 
thatemployeesresponsible and reliable behavior in 
terms of improving services (57%), understanding 
faults (58%), and maintaining good reputation 
(57%). Further in terms of reliability, they were 
satisfied since there queries were answered on time 
(62%), there bank details were maintained 
accurately (62%) and on-time completion of tasks 
(52%). In comparison, customers of public sector 
banks reflected that they were dissatisfied. In terms 
of assurance, when the participants were asked how 
assured they felt about their banks most of them 
indicated that private and foreign sector banks 
provided more assurance in terms of quality of 
work (62%), safe and secure transfer of funds 
(64%), and transparency in function (61%) in 
comparison to the banks of the public sector. 
1.5.3 Customer retention 
With respect to customer retention, the respondents 
were asked if they would refer their banks to their 
family and friends and if they would like to 
continue with their bank in the future as well. The 
respondents of the private and foreign sector banks 
responded with high rate of satisfaction and 
confirmed to continue banking with their respective 
banks (62%) as well refer them (60%) further while 
on the other hand, the customers of the public 
banks responded negatively (20%) about their 
retention plans with the bank. Customers were also 
asked if they would use another service from their 
banks and the customers of private and foreign 
sector banks mentioned that they exciting and 
looking forward to use many other services (58%) 
and the customers of public sector banks gave a 
negative reply (21%). 
1.6 Conclusions 
The results of the research conducted showed that 
the customer satisfaction and customer retention 
among the different sector banks were not same 
and rather differed significantly in almost all the 
different kinds of services provided by these banks. 
Hence we will reject the null hypothesis and accept 
the alternate hypothesis we made. The results 
revealed that the customer satisfaction of the 
customers of private and foreign sector banks were 
much higher as compared to the banks in the public 
sector. Similarly the customer retention level of the 
private and foreign sector banks was found to be 
much higher as compared to the banks of the public 
sector. 
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